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nursing orderlies, occupationalaides, attendants, 
therapists,speechtherapists,recreationaltherapists,
physicaltherapists,andrespiratorytherapists. Any
personnel in thesecategorieswho are primarily 
conductingadministrative job dutiesandarenot 
directly involved with providing patient care are not 
eligible for CBC allowance. 

The CBC for reasonable increases in direct carestaff 
salaries and wages is defined as the reasonable rate 
year wage rate less the inflated base year wage rate, 
times the lesser of the rate yearFTE direct care labor 
force or the base yearFTE direct care labor force. 

The inflation allowance for direct care staff includes 
the full amounts granted in Section III.B.3. 

The reasonable rate year wage isthe level of increase 
required to attract sufficientstaff to ensure minimum 
availability of care as determined by the Department 
of Public Health for current patients. The wage rate 

with tois determined reference ratesaverage 
prevailing hospitals theatother withinsame 
Medicare market subjectlabor region, the 
following conditions: 

(9 

(ii) 

(iii) 

(iv) 

( 9  
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Outlierwageratesareexcludedfromthe 

computation; 


Special weight is given to rates prevailing at 

non-acutehospitalslocatedinthehospital's

Medicare labor market region; 


If it can be demonstrated that direct care staff 

atahospitalaretransferringinsignificant 

numbers to another competing hospital, then 

thewageratesprevailingatthatcompeting 

hospital are given special weight; and 


In no case shall the reasonable rate year wage 

rate used in this calculation exceed the wage 

rate actually prevailing at hospitals locatedin 

the hospital's Medicare labor market region at 

the time of application. 


determined LaborThe Medicare Market 
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Regions and their associated counties are as 
follows: 

Medicare Labor 
Counties 

Eastern Mass 

Berkshire Berkshire 
Hampden Springfield 

Bristol 
Essex 
Middlesex 
Norfolk 
Plymouth 
Suffolk 
Worcester 

* Hampshire
Barnstable Barnstable 

Franklin 

Dukes 
Nantucket 

Rural 

(e)Inorderto be eligiblefor this exception,ahospital 
mustdemonstratethatisfacingextraordinary
difficulties in themarketfordirectcarestaff, as 
indicated by one or more of the following criteria: 

existenceofsignificantvacancyratesfora 
periodoftimesufficient to jeopardize the 
welfare of patients according to Department 
of JointHealthstandards, 
Commission on Accreditationof Health Care 
Organizationsstandards or otherqualifying
guidelines utilizedin Massachusetts to ensure 
adequate care; 

(ii)persistentdifficultyinrecruitmentgivenbona 
fiderecruitmentefforts to obtainstaffing
levels; and 

(iii)existingdependencyupontemporarynursing 
services in order to maintain staffing levels. 

(8) 	 A CBC is allowableforanincreaseininpatientcarecosts 
generated by increased care or services required by a more 
intensely ill patient population. It is the hospital's burden 
to demonstrate a net increase in intensity from either the 
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base year or the last year for which a casemix adjustment 
was made (whichever was later). 

(a)PsychiatricHospitalsmaydemonstratethatincreases 
in certain intensity factors between the base year and 
the intermediate year have ledto increases in service 
intensity e.g., FTEs, nursing hours per patient), which 
in turn haveled to quantifiable increases in cost. 

factors changes in: ageIntensity include, mix, 

average length of stay, number of involuntary lockup

patients,patientdisabilityindex,andpercentageof 

patients admitted from an acute hospital. Note that 

increases in inputs alone
are not enough to qualify for 
anintensityCBC;someintensity-relatedchange in 
patient characteristics must also be identified. 

(b) 	 If thedocumentationfortheincreaseinintensityis 
found to be acceptable then the hospital shall have 
theburdenofdocumentingtheincreaseinpatient 
care costs resultingfkom the higher level of intensity. 

for physician insuranceincreases malpractice(9) 	 Costs in 
premiumspaidby thehospitalforphysicianswhoare 
employees of the hospital and who do not bill patients or 
third-party separately theirreimbursers for professional
services. The amount of the approved exception allowance 
will be thenet of alltheincreasesalreadydetermined 
throughtheinflationallowanceformalpracticeinsurance 
premiums fiom the base year forward and included in the 
hospital'sMedicaidrates.Thehospitalmustdocumentthe 
actualmalpracticeinsurancepremiumexpense, as well as 
showthatthephysicianscoveredareemployeesofthe 
hospitaland do notbillseparatelyfortheirservices.The 
hospital may include in the CBC request the amount of any
retroactivepremiumpaymentsto be madeduringtherate 
Year-

C. 	 No costsotherthanthosemeetingthecriteriasetforthinoneor 
more of the above categories constitutea cost beyond the reasonable 
control of the hospital. 

6. New Services 

Certain health services that were not offered by a hospital in the base year,
meeting the data reporting and other requirements described in Section 1II.A 
herein, are includedintheoperatingrequirement as new services.The 

TN: 97-13 HCFA EFF: 1O/1 /97 
SUPERSEDES: 96-18 

FFICIAL 



in 

13 Attachment 4.19-A(2.b) 

allowable cost for a new service is equal to the reasonable operating costs 
attributedto the new service cost centers. 

1II.C. Determination of Capital Requirement: 

TheCapitalRequirementconsists of the sum of the allowedcostfor 
depreciation onbuilding andfixedequipment,plus the allowed cost for 
interestexpenses,plusareturn on base-yearequitycapitalinvested, as 
determined by the Principles of Reimbursement for ProviderCosts under 42 

e U.S.C. ss. 1395 et seq. as set forth in 42 CFR 413 et seq. and the Provider 
Reimbursement Manual. 

A non-state-ownedpsychiatrichospital'sallowablecapitalrequirement 

consists of the hospital's actual base yearcosts for historical depreciation for 

building and fixedequipment;reasonableinterestexpenses;amortization 

and; leases and rentalof facilities. The capital requirement further includes 

incremental capital costs associated with approved CBCs and new services. 


The base year capital requirement is further adjusted to include reasonable 

projected acquisitionsand retirementsof fixedequipment and plant,and 

reasonableprojectedincreasesanddecreasesinamortization,leasesand 

rentals, subject to the limitations contained 1 14.1CMR 40.07(3). 


-1II.D. Determination of Reasonable Financial Requirements (RFR) for the 
Rate Year: 

ReasonableFinancialRequirements(RFR)isequalthetotalofthe 

Operating Requirement, determined accordingto Section III.B.2 herein, the 

Capital Requirement, determined according to Section 1II.C. herein, and a 

working capital requirement thatis calculated by multiplying the sum of the 

operating requirement and the capital requirement
by .0055. 

1II.E. Determination of Approved Gross Patient Service Revenuefor the Rate 
Year: 

A psychiatric hospital's GPSR is its the total dollar amountof its projected 
Charges for therateyear.Inprioryears,GPSRwasapproved by the 
DHCFP in accordance withthe provisions of 1 14.1 CMR 40.04(4)@). 

1II.F.NewHospitals 

For new hospitals, which were not licensed and/or operated as psychiatric 
hospitals in RY 1997, or did not have a base year previously established, the 
Divisionmayconsideralternative data sources to determineBaseYear 
costs. Criteria for such review will include but will not be limited to peer 
group analysis of costs incurred and the determinationof approved rates for 
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III.G. Rates of PaYment for Medicaid Services 

1. 	 Forallnon-state-ownedPsychiatricHospitalservices, the Medicaid 
rate of payment is equal to the payment-on-account factor (PAF)
multiplied by theChargeforeacheligibleserviceprovidedtoa 
Recipient under the Medicaid program. 

9 2. A non-State-owned hospital’sispsychiatric PAF bycomputed 
dividing its approvedRFR by itsGPSR.Forrateyear1998, the 
Divisionwill establish the rate year1998 PAF for psychiatric
hospitals at thelevelspreviouslyapproved by the Divisionof 
Health Care Finance and Policy for RY 1997. The PAF shall not 
exceed 100%. 

IV. DeterminationofDisDroportionateShareAdJustments 

TheMedicaidprogramwill assist hospitals whichcarrya disproportionate financial 
burden of caring for the uninsured and low income persons of the Commonwealth. In 
accordancewithTitleXIXrulesandrequirements,Medicaidwillmake an additional 
paymentadjustmenttohospitalswhich qualify for such an adjustment. Eligibility 
requirements for eachtype of disproportionate share adjustment and the methodology for 
calculating these adjustments are described inSections V and VI below. 

(1) 	 To qualify foranytypeofdisproportionate share payment adjustment, ahospital 
must have a Medicaid inpatient utilization rate (calculated by dividing Medicaid 
patient days by total patient days) of not less than 1%. . 

(2) 	 The totalofalldisproportionate share paymentsawardedtoaparticularhospital 
underSection V. belowshallnotexceedthe costs incurredduring the year of 
hrnishing hospital services to individuals who either are eligible for Medicaid or 
have no healthinsuranceor source ofthirdpartycoverage,lesspayments by 
Medicaid andby uninsured patients. 

V. FederallY Mandated Disproportionate Share AdJustments 

(1) Data Sources. The Division ashall determine for each fiscal year
federally-mandatedMedicaiddisproportionateshare adjustment for all eligible 
hospitals, using the data andmethodologydescribed below. The prioryear 
DHCFP-403reportisusedtodetermineMedicaid days, total days, Medicaid 
inpatient net revenues, total inpatient net revenues, total inpatient charges and free 
care charge-offs. If said DHCFP-403 report is not available, the Division shall use 
the most recent available prior year DHCFP-403 reportto estimate these variables. 

(2) Determination of Eligibility Under the Medicaid Utilization Method. The Division 
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shall calculatea threshold Medicaid inpatientutilization rate to be used as a standard 
determining the eligibility of allfor non-acute care hospitals for the 
federally-mandated disproportionate shareadjustment. The Division shall determine 
such threshoid as follows: 

First, calculate the statewide weighted average Medicaid inpatient utilization 

rate by dividing the sum of Medicaiddays for all non-acute care hospitals in 

the state by the sum of total inpatient days for all non-acute care hospitals in 

the state. 


Second,calculatethestatewideweightedstandard deviation for Medicaid 

inpatient utilization statistics. 


Third, add the statewide weighted standard deviation for Medicaid inpatient

utilization to the statewide weighted average Medicaid inpatient utilization 

rate. The sum ofthesetwonumbers is thethresholdMedicaidinpatient 

utilization rate. 


Division then inpatient
The shall calculate each hospital's Medicaid 

utilization rateby dividing each hospital's Medicaid inpatientdays by its total 

inpatient days. If thishospital-specificMedicaidinpatientutilizationrate 

equals or exceeds the threshold Medicaid inpatient utilization rate calculated 

pursuant
to V.(2)(c), the isSection thenhospital eligible the 
federally-mandatedMedicaiddisproportionateshare adjustment underthe 
Medicaid utilization method. 

(3) Determination of Eligibility Under the Low-Income Utilization Rate Method. 

The Division shall then calculate each hospital's low-income utilizationrate. The 
Division shall make such determinationas follows: 

First, calculatethe Medicaid and subsidy shareof net revenues by dividing the 
sum of Medicaid net revenues andstate and local governmentsubsidies by the 
sum of total net revenues andstate and local governmentsubsidies. 

Second,calculatethefree care percentage of totalinpatient charges by
dividing the inpatient share of audited free care charge-offs by total inpatient 
charges. 

Third, compute the low-income utilization rate by adding the Medicaid and 
subsidy share of net revenues calculated pursuant to Section V.(3)(a) to the 
free care percentage of total inpatient charges calculated pursuant to Section 
V.(3)(b).Ifthelow-incomeutilization rate exceeds 25%, the hospital is 
eligible for the federally-mandatedMedicaid disproportionate share 
adjustment underthe low-income utilization ratemethod. 
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(4) Determination of Payment.paymentThe under the federally-mandated
disproportionateshare adjustment is calculated as follows: 

hospital(a) each determined eligible for the federally-mandated
disproportionate shareadjustmentundertheMedicaid utilization method 
established in Section V.(2), theDivision shall divide the hospital's Medicaid 
utilization rate calculatedpursuant to Section V.(2)(d) by the threshold 
Medicaid utilization rate calculated pursuant to Section V.(2)(c). The ratio 
resulting from such division is the federally-mandateddisproportionate share 

.' ratio. 

hospital federally-mandated(b) each determined eligible the 
disproportionate ,shareadjustmentunder the low-income utilization rate 
method, butnotfound to be eligible for the federally-mandated Medicaid 
disproportionateshare adjustment underthe Medicaid utilization method, the 
Division shall set thehospital'sfederally-mandated disproportionate share 
ratio equalto one. 

(c) 	 The Division shall then determine, for the group of all eligible hospitals, the 
sum of federally-mandated disproportionate share ratios calculated pursuant 
to Section V.(4)(a) and Section V.(4)(b). 

Division shall then calculate a minimum under(d) 	The payment the 
federally-mandated disproportionateshare adjustment by dividing the amount 
of funds allocatedpursuantto Section V.(5)for payments underthe 
federally-mandated disproportionate share adjustment by the sumofthe 
federally-mandated disproportionate share ratios calculated pursuant to 
Section V.(4)(c). 

(e) The multiply the minimum underDivision shall then payment the 
federally-mandatedMedicaid disproportionate share adjustment by the 
federally-mandatedMedicaid disproportionate share ratio established for 
each hospitalpursuantto Section V.(4)(a) and (b). Subject to the limits 
herein, the productof such multiplication is the payment underthe 
federally-mandated disproportionateshare adjustment. 

(5 )  	 Allocation of Funds. The total amount of funds allocated for payment to 
non-acute care hospitals under the federally-mandatedMedicaid disproportionate
share adjustment requirementis one hundred fifty thousand dollars annually. 
These amounts ispaid by the Division of Medical Assistance, and distributed 
among the eligible hospitals as determined pursuant to Section V.(4)(e). 

VI. ExtraordinarvDisproDortionate Share AdJustmentfor PsYchiatricHospitals. 

The Division shall determine an extraordinary disproportionate share adjustment for all 
eligible psychiatric hospitals, using thedata and methodology described in Section VI. 
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(1) DataSources. 

The Division shall use the DHCFP-403 report forthe fiscal year two years prior to 
the fiscalyear of thecalculationof the disproportionate share adjustmentto 
determine the cost, free care, charge, patient day, and net revenue amounts. If said 
DHCFP-403 report is not available,the Division shall usethe most recent available 
previous DHCFP-403 report to estimate these variables.If the specified data source 
is unavailable, then the Division shall determine and use the best alternative data 
source. 

(2) Determination of Eligibility. 

(a) 	 Inorderto be eligiblefor the extraordinarydisproportionate share payment 
adjustment, a Psychiatric Hospital must: 

1. specialize in providingpsychiatric/psychological care and treatment; 
2. 	 provide for special active treatmentsuch as treatment of deafness, 

developmental disabilities, andthe elderly;
3. accept all patients without regardto their ability to pay; 
4. consist partly or whollyof locked wards; 
5. meet requirements forthe receipt of federal matching funds; 
6. meet the low-income standardas set forth in Section VI(2)(b); and 
7. meet the unreimbursed cost standardas set forth in Section VI(2)(c). 

(b) Low-income standard. 

1. 	 ForeachPsychiatricHospital,theDivision shall calculate thehospital
specific low-income utilization rateas follows: 

a. 	 TheDivision shall divide eachhospital'snetMedicaidrevenue by its 
total gross patient service revenue. 

b. 	 The Division shall divide eachhospital's free care GPSR by its total 
GPSR. 

c. 	 The total of these percentagesshallequalthehospital'slow-income 
utilization rate. 

2. 	 If the hospital-specific low-income utilization rate exceeds 45%, then the 
Psychiatric Hospital meets the low-income standard. 

(c) Unreimbursed cost standard. 

1. 	 ForeachPsychiatricHospital, the Divisionshall calculate the hospital
specific unreimbursedcost percentage as follows: 

TN: 97-13 HCFA EFF: 1O/1/97 
SUPERSEDES: 96-18 APPR: SUBMITTED: 
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a. 	 The Division shall calculate the costs of providing hospital services to 
Medicaideligible individuals and uninsured individuals, by multiplying total 
Hospital costs by the ratio of Medicaid GPSR plus self pay GPSR plus free 
care GPSR to total GPSR. 

b. 	 The Division shall subtract thetotalof Medicaid payments (excluding any 
disproportionate share payments) plus self pay payments, from the 
costs determined in Section VI(2)(c)l.a., to determine the amountof 
unreimbursed costs. 

c. 	 The Division shall divide the amount of unreimbursed costs determined in 
Section VI(2)(c)l.b. by the costs determined in Section VI(2Xc)l.a. to 
determine the percentage of unreimbursed costs. 

2. 	 If the hospital-specific percentage of unreimbursed costs exceeds 50%, then the 
Psychiatric Hospital meets the unreimbursed cost standard. 

(3) 	 Determination of Payment. Subject to the limits herein, for each Psychiatric Hospital 
determined eligible for the extraordinary disproportionate share adjustment under Section 
VI(2), thepayment amount is equal to the estimated rate yearunreimbursed cost of 
providinghospital services to Medicaideligible individuals anduninsured individuals, 
calculated as follows: 

a. 	 First, determine the estimated rateyear cost of providing hospital services to 
Medicaideligible individuals and uninsured individuals by determining the 
percentage of Medicaid, self-pay and Free Care GPSR to total Hospital GPSR. Rate 
Year cost is determined by multiplying theFY 1996 Public Assistance RFR 
approved by DHCFP pursuant to I 14.I CMR 40.00 by inflation factor of 4.3 1%. 
Then, multiply this cost by the unreimbursed cost percentage determined pursuant to 
Section V1(2)(c)I .c. 

b. 	 Limits on Allocation ofFunds. The total amount of funds allocated for paymentto 
psychiatric hospitals maybe proportionately reduced tostay within the limitsfor 
disproportionate share payments for institutions for mental diseases (IMDs) reported 
by the Commonwealth to Health Care Financing Administration in accordance with 
limits pursuant to 42 U.S.C. 13961-4. 
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Attachment 4.19 A( 2b) 

The Statehas in place a public process which complieswith the requirementsof Section 
0 1902(a)(13)(A) of the SocialSecurity Act. 

Plan # 97-013 

~~~ 
 ~ 


Effective Date 1o/ 1/97 Supersedes Plan ## 96-0 18 
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